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KEY ECONOMIC INDICATORS 


(In millions of current U.S. dollars unless noted) 


1989 1990(a) 1991 (b) 
Domestic 


Population (millions) -72 075 -78 
Population growth (%) 3.4 3.4 3.4 
GDP 600.8 703.9 NA 
GDP per capita ($) 801 902 NA 
Real GDP growth (%) (c) 7. 9.8 
Inflation (%) 8. 13.5 1 
Formal sector labor force (thousands) 91. 95.2 9 
Govermment budget surplus 

as percent of GDP (d) ° 0.1 6.6 


Balance of Payments 

Exports (FOB) 

Imports (FOB) 

Trade balance 

Current account balance 

Foreign debt (e) 

Debt service ratio (%) 

Foreign exchange reserves (year end) 
Average exchange (emalangeni/US$) 
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U.S. — Swazi Commercial Relationship 
U.S. exports to Swaziland 

U.S. imports from Swaziland 
U.S./Swazi trade balance 

U.S. share of Swazi exports (%) 

U.S. share of Swazi imports (%) 

U.S. bilateral aid (f) 
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Principal U.S. exports - 1991: Books, records and tapes, malt extract, 
pharmaceuticals, and computer parts and accessories 

Principal U.S. imports - 1991: cane sugar, cotton sweaters, woodpulp, 
molasses, and flower bulbs. 


Notes: (a) Many 1990 figures are provisional estimates. (b) Most 1991 
figures are official projections. (c) GDP growth is based on local 
currency GDP figures and not the U.S. dollar equivalents shown here. 
(ad) Fiscal year beginning in April of calendar year. /(e) As of March 
of each calendar year. (f) Aid figures do not reflect funds spent on 
the Peace Corps program. 


Sources: Central Bank of Swaziland, Government of Swaziland Ministry of 
Economic Planning and Development, IMF, U.S. Department of Commerce. 





SUMMARY 


Swaziland’s economy, which is based firmly on free market 
principles, grew at 5.2 percent per year on average in the years 
1985 to 1989. The government’s monetary and fiscal policies are 
well-managed and prudent. In part as a result, the country’s 
balance-of-payments position is strong and its debt burden remains 
light. Swaziland’s currency, the lilangeni (plural emalangeni), is 
informally pegged at par to the South African rand, with which it is 
freely convertible. Liberal foreign exchange regulations allow 
firms to repatriate profits and transfer funds freely to cover 
import bills. In both principle and in practice, Swaziland welcomes 
foreign trade and investment. 


Because of the small size of its domestic market, Swaziland’s 
economic health and development depend on exports. Key export 
industries include sugar, wood pulp, soft drink concentrate, and 
canned fruit. Added to this agro-industrial base are a small 
minerals industry and an export-oriented light manufacturing 

sector. The latter has expanded steadily since the mid-1980s thanks 
to new investments in textiles, garment production, and food and 
beverage processing. 


The size of the Swazi market is insufficient to generate 
consistently substantial trade opportunities for U.S. firms. 
Moreover, given the proximity of South Africa, and that country’s 
ability to provide most consumer products and low technology goods 
at lower cost than U.S. firms, most U.S. companies will find 


investment, rather than trade, a more effective vehicle for entering 
the Swazi market. U.S. firms should be alert to large 
infrastructural projects that offer opportunities for the sales of 
goods and services in Swaziland. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


Economic growth: The Swazi economy grew on average by 5.2 percent 
per year in the years 1985 to 1989, thanks in large part to 8.6 
percent average growth in the manufacturing sector, which by 1989 
had accounted for over 18 percent of total Gross Domestic Product 
(GDP). In 1990, real growth based on constant 1985 prices is 
estimated in the 7-9 percent range, due in large part to a one-time 
30 percent real increase in civil servants wages. GDP growth is 
estimated to have declined to around 2.5 percent in 1991. Final GDP 
figures for 1990 and 1991 will depend largely on difficult-to- 
forecast crop sizes in the agricultural sector. 


Balance of payments and debt: Despite a deteriorating trade balance, 
Swaziland’s balance-of-payments position remains healthy. Net 
foreign reserves have grown in each of the last five years and stood 
at $221.5 million at year-end 1991, up 8 percent from last year. 
Swaziland is aided in this regard by the fact that under an 





agreement known as the Common Monetary Area (CMA), South African 
rands are informally considered legal tender in Swaziland, where 
they consequently circulate freely and abundantly. As a result, 
Swaziland is able to pay for the 90 percent or so of its imports 
which come from or through South Africa in freely available rands, 
without having to spend valuable hard currency reserves. Its 
exports, however, go primarily overseas, to Europe, North America 
and elsewhere, where they earn foreign currency revenues. This 
situation frees Swaziland from the foreign exchange constraints 
faced by other African countries and, coupled with a conservative 
policy on borrowing abroad, means the country has few problems with 
its foreign debt, which it has never had to reschedule. 


Government spending: The Swazi Government budget has been in surplus 
for five years in a row. For 1991, the latest forecast indicates a 
surplus of $21.5 million. This is up sharply from the original 
budget forecast, which had called for a small deficit. However, the 
budget for the coming fiscal year is expected to go into deficit, 
the result of both higher real recurrent spending and flat revenue 
growth. Revenues are also expected to remain flat in future years. 
Spending must therefore be contained if the country is to avoid 
chronic budget deficits and a greater debt burden. 


The largest component of government revenue continues to be customs 
receipts, which Swaziland enjoys by virtue of its membership in the 
Southern Africa Customs Union (SACU). In 1991, these receipts 
accounted for 39 percent of all government revenue. Because of the 
far-reaching political changes unfolding in South Africa, it is 
expected that eventually the Customs Union will be phased out in 
favor of a wider regional trading arrangement which will reduce or 
eliminate altogether this revenue-sharing arrangement, to the likely 
Getriment of Swaziland and the other smaller SACU members. 


Inflation and money: Because the lilangeni is pegged to the rand, 
Swaziland’s monetary developments tend to parallel those in South 
Africa. The last five years have witnessed double digit inflation 
averaging just under 12 percent. The inflation rate for 1991 is 
forecast at 14.7 percent. The rand, and thus the lilangeni, 
depreciated by 6.5 percent on average against the dollar in 1991. 
Because of the continued combination of political uncertainty and 
conservative monetary and fiscal policies in South Africa, 


government planners in Swaziland anticipate no significant exchange 
rate shifts in 1992. 


Labor relations: 1991 was a relatively quiet year for labor 
relations in Swaziland, although a simmering dispute involving the 
teachers union at year-end remain unresolved and may boil over into 
a disruptive confrontation in 1992. In general, the government and 
the private business sector have been slow to accept the reality of 
an organized labor movement, which is a relatively recent and still 
immature phenomenon in Swaziland. Industrial relations are thus 
bound to remain an important issue in 1992 and beyond. 





Agriculture and forestry: Despite the growth of manufacturing in 
the past decade, agriculture and forestry together account for the 
largest share of the domestic economy, with 20 percent of GDP. The 
most productive farms are the large, privately owned estates. Some 
70 percent of the Swazi population still practices subsistence 
agriculture, however, with maize as the staple crop. In terms of 
export earnings, sugar is the most important crop, with three large 
estates in the eastern lowveld supplying most of the cane. The 
1990/91 crop is estimated at around 490,000 metric tons, down 
slightly from the previous year. Most of Swaziland’s sugar is 
exported to Western Europe and North America. Swaziland’s forests 
(pine and eucalyptus) are among the world’s largest planted forests, 
covering nearly 6 percent of the country’s land area. Pineapples 
are grown and canned, as are grapefruits and oranges. Fresh fruit 
is also shipped overseas by air cargo. Cotton is one of the main 
cash crops in the country. Both the quantity and quality of the 
cotton crop have been adversely affected in the past two growing 
seasons by poor rainfall and related late planting. Rainfall is the 
primary water source for much of the agricultural production 
(excluding sugar) and can be problematic, particularly in the 
lowveld where most cotton and citrus are grown. The country as a 
whole, and the lowveld in particular, experienced serious drought in 
both the 1990/91 and 1991/92 growing seasons. 


Manufacturing: Swaziland has experienced major advances in 
manufacturing in recent years, with the launching of a number of new 
industries, including textiles, garment manufacturing, and food and 
beverage processing. However, manufacturing growth slowed to 
between 3 and 4 percent in 1990 and 1991, and future prospects for 
the sector are uncertain due to the abolition of apartheid in South 
Africa and the consequent restructuring of the South African 
economy. Many knowledgeable observers believe that the 
internationalization of the South African economy will eventually 
draw foreign investment away from Swaziland and make it more 
difficult for Swazi exporters to maintain their South African market 
share. This development would have an adverse effect on the economy 
as a whole, but especially on the manufacturing sector. As yet, 
there is no clear-cut statistical evidence to support this 
hypothesis, however. 


Mining: Swaziland currently mines three minerals -- asbestos, coal, 
and diamonds -- almost all for export. There is also a quarry stone 
industry, although this primarily serves the domestic construction 
industry. Mining typically contributes just under 3 percent to 
Swaziland’s GDP each year. Mining revenues were down 36 percent in 
1991 due to a 61 percent drop in asbestos revenues and a 20 percent 
drop in coal sales. Asbestos sales plummeted when the country’s 
asbestos mine was closed down and liquidated early in the year. It 
later reopened under new ownership, but is only now returning to 
pre-liquidation production levels. The nation’s sole coal mine, 
meanwhile, lost production after experiencing a serious cave-in. 
Diamond sales increased by 2 percent in 1991. 





Tourism: Tourism is an important source of revenue. South Africans 
constitute the majority of the visitors to Swaziland. The country’s 
main attractions are its natural beauty and game parks, its casinos, 
and golf courses. However, because of the recession in South Africa 
and unsettled international travel conditions resulting from the 
Gulf War, tourism experienced another poor year in 1991, with hotels 
experiencing a 5 percent drop in occupancy rates, which are 
estimated to have been between 50 and 60 percent, their lowest in 
years. As a result, plans to build two large Sheraton hotels, 
announced in 1990, were shelved indefinitely in 1991. 


B. IMPLICATIONS FOR THE UNITED STATES 


Because of Swaziland’s small market and its ready access to South 
Africa’s manufacturers, export opportunities for U.S. firms are 
limited. However, several major developmental and industrial 
projects offer possibilities for the export of goods and services. 
Certain specialized machinery can also find a market in Swaziland. 
The sugar industry occasionally utilizes U.S. equipment and several 
forestry operations purchased U.S. woodcutting and woodworking 
machinery in recent years. Direct investment, however, remains the 
most feasible and attractive means for U.S. firms to enter the Swazi 
market. The Swazi Government actively encourages foreign 


investment, particularly in the export sector and in labor-intensive 
industries. 


Export opportunities - major projects: The African Development Bank 
(AFDB) and the World Bank occasionally sponsor projects of possible 
interest to U.S. firms. In Swaziland, the AFDB focuses mainly on 
road construction and rehabilitation projects, which offer 
possibilities for technical assistance contracts. 


The largest potential infrastructural project in the coming years is 
the Komati River Basin project. The project, which includes a dan, 
a large downstream irrigation scheme, a hydropower generating plant, 
and related infrastructure, will cost in excess of $250 million 
according to the latest estimates. It is currently the subject of a 
World Bank-funded design study, which is scheduled for completion by 
mid-1992. If the project receives the go-ahead from the government 
at that point, construction could begin in late 1993. Numerous 
questions related to financing and the relocation of residents in 
and around the dam area may delay implementation, however. 


A major urban development project is also in the works and may offer 
opportunities for U.S. firms. The World Bank is funding a 15 month 
design study scheduled to begin in mid-1992. The study will draw up 
plans for an ambitious upgrade of the physical infrastructure in the 
heavily populated Mbabane-Matsapha-Manzini corridor. The project 
will comprise several interrelated components, including water and 
sewerage upgrades, road construction, the installation of power 
lines, new housing, and technical assistance and training to 





municipal governments. The total cost of the project, which will 


take five years to implement beginning no earlier than late 1993, is 
forecast at $90 million. 


Several potential investments in the private sector may also offer 
trade opportunities for U.S. firms. A Danish-led consortium is 
presently in final negotiations with the government over the 
establishment of an anthracite coal mine in central Swaziland. The 
initial investment, to include a coal beneficiation plant, will cost 
around $12 million according to preliminary estimates. Construction 
and mining operations could begin in mid-to-late 1992. 


Opportunities for investment: Opportunities for investment exist 
primarily in the agricultural, agro-industrial, manufacturing, 
mining, and tourism sectors. Swaziland continues to export many of 
its raw materials in unprocessed form, and there is potential for 
value-added processing in a number of areas. Fruit and vegetable 
processing, as well as sugar-based products, such as candies and 
beverages, all offer opportunities. Tanning and leather production 
are also attractive, especially since hides are currently sent to 
South Africa for processing. 


In manufacturing, textiles and garment production show great 
potential despite difficult international market conditions at 
present. The privately owned National Textile Corporation (NATEX), 
itself a major fabric producer, is encouraging garment producers to 
invest in Swaziland. Other areas for possible investment include 


diamond processing, coal processing, and ceramics and pottery 
production. 


Legal, tax, and foreign exchange considerations: The Swazi 
Government has developed a number of incentives to attract foreign 
investors, including a five-year tax holiday for new manufacturing 
enterprises. Initial allowances of up to 50 percent of the cost of 
new plant and machinery, as well as more generous allowances for 
training expenses, are also permitted. Legal procedures for 
establishing a new company are easy and inexpensive. Under its 
membership in the Common Monetary Area, Swaziland permits 100 
percent repatriation of profits upon application to the Central 
Bank, which routinely grants such requests. Dividends are likewise 
freely remitted subject to a withholding tax of 15 percent. There 
are no exchange regulations affecting transactions within the CMA. 


The Southern Africa Customs Union: Swaziland, Botswana, Lesotho, 
Namibia, and South Africa form the Southern Africa Customs Union 
(SACU). Goods are freely traded between members of SACU, and 
imports into the union face a common external tariff. Swaziland’s 
membership in SACU effectively expands its markets to over 40 
million people. Raw materials from SACU members are obtainable duty 
free, reducing their cost substantially. 





Preferential access to overseas markets: In addition to SACU, 
certain of Swaziland’s products enjoy preferential tariff treatment 
through the Generalized System of Preferences (from the United 
States and several other industrialized countries), the Lome 
Convention (for the EEC), and the Preferential Trade Area for East 
and Southern Africa (PTA). In most cases, goods which qualify for 
preferential treatment enter duty free. The different programs have 
different requirements concerning rules of origin and product 
coverage. 


U.S. sources of assistance: The Overseas Private Investment 
Corporation (OPIC), the U.S. Trade and Development Program (TDP), 
and the U.S. Export-Import Bank are active in Swaziland. OPIC can 
provide loans and political risk and currency convertibility 
insurance to U.S. companies operating in Swaziland. The Africa 
Growth Fund, a separately incorporated entity supported by OPIC, can 
also provide flexible equity financing to projects with nominal U.S. 
participation. TDP can assist U.S. firms interested in doing 
feasibility studies on projects in Swaziland. 


The Desk Officer of the U.S. Department of Commerce can provide 
additional information to U.S. business representatives who wish to 
know more about Swaziland. In Washington, the Swazi Embassy can 
also provide information and assistance to prospective investors and 
traders. It is located at 3400 International Drive, Suite 3M, 
Washington, DC 20008, phone 202-362-6683, fax 202-244-8059. 


Local sources of assistance: For those who visit Swaziland, the 
Commercial Officer at the Embassy in Mbabane can recommend and help 
arrange appointments with appropriate local business representatives 
and government officials. The Embassy is located in the Central 
Bank Building, Warner Street, P.O. Box 199, Mbabane, Swaziland, 
phone (268) 46441/5, fax (268) 45959. Prospective investors are 
also encouraged to establish contact with the Swaziland Industrial 
Development Corporation, Dlanubeka House, P.O. Box 866, Mbabane, 
Swaziland, phone (268) 43391/3, fax (268) 45619. 


*U.S. Government Printing Office : 1992 - 311-913/40045 





